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NEW COMPETITION IN FOREIGN TRADE 


Robert J. Barr* 


Two recent events startled the American people into the recognition 
of substantial changes in our international economic relations. These 
events were, first, the gold loss of $2.3 billion, which accompanied a 
deficit of $3.3 billion in our balance of payments for 1958; and second, 
the widely publicized awards of electrical generator contracts by TVA 
and Federal Government agencies to foreign - Swiss and English - bidders. 
TVA reports that for the last fiscal year 27 per cent of its expenditures 
for manufactured equipment went to foreign firms. This amounted to 
$67 million, or three times as much as for all previous years together. 


These events precipitated extensive discussion, much of it contro- 
versial, attempting to blame one group or another. The imputation of 
blame was characteristically single valued, simple and direct. Inflation 
proved to be a popular scapegoat because everyone knew about it, and 
it could easily be turned this way or that: the "government", through 
its fiscal policy, was responsible and confidence in the soundness of the 
dollar was being undermined; "big business" caused inflation by its 
pricing and high profit policies; "labor" caused it by union pressure for 
wages exceeding productivity, and featherbedding. "Pricing ourselves out 
of foreign markets" summed up the whole problem in a facile and not 
too precise explanation. 


In some measure, each of these explanations has merit, but the 
form in which they are cast frustrates an understanding of the problem 
and, if pursued into realms of policy, will certainly prevent its solution. 
It is time to trace out the numerous strands which constitute the elements 
of this problem. 


By an irony of history the shock to our complacency is the more 
startling because for a period of some 12 years or more nearly every 
other country experienced the greatest difficulty in earning sufficient 
dollars to pay for essential imports. Favored explanations of this 
scarcity of dollars, or "dollar gap", have run in terms of “unsound” - 
that is, inflationary - social and economic policies abroad and inherently 
superior productivity of the American economy. The march of events 
has turned the dollar gap and its explanations upside down, and we now 
accuse ourselves of unsound policies and of lagging productivity. 


*Dr. Barr is Professor of Economics, Marquette University. 





I. What Happened to Our Balance of Payments? 





The balance of payments deficit (and the loss of gold which last 
year constituted a major part of this deficit) is a summary result of 
numerous forces acting in the field of international economic relations. 
It is an accounting figure and as such neither signals its own cause nor 
unequivocally indicates a state of national economic health or sickness. 


The balance of payments statement is a summary of all transactions 
made by foreigners in this country and by Americans abroad. Some of 
the transactions (for example, tourist expenditures) are determined by 
independent or autonomous forces (in the example, by individual personal 
decisions to take atrip abroad); some are caused, or induced, by other 
transactions (for example, if an American company expands its invest- 
ment in a branch factory abroad, equipping the factory with American 
machinery, the export of capital induces an export of merchandise. It 
is not always easy to tell whether an item is autonomous or induced. 
Unless there is evidence to the contrary, it is usually supposed that 
changes from year to year in gold, short-term credit and bank balances 
are balancing or induced transactions. 


TABLE I 


BALANCE OF PAYMENTS OF THE UNITED STATES, 1958 














$ Billion 
U.S. Expenditures Abroad 
Merchandise (excluding military) $12.95 
Services 4.58 
Military 3. 42 
Imports of goods/services, total $ 20. 95 
Unilateral transfers (net) 4,84 
U.S. capital outflow (net) 3.81 
TOTAL $ 29. 60 
Foreign Expenditures in the U.S. 
Merchandise $ 16. 23 
Services 9.49 
Exports of goods/services, total $25.72 
Foreign capital inflow (net) 1. 16 
Gold sales 2. 28 
Errors and omissions . 44 
TOTAL $ 29. 60 


Memorandum: Increase in total reported foreign gold and liquid dollar 
holdings through estimated transactions with the U.S. - $3.43 billion. 


Source: Survey of Current Business, June, 1959. 





The abbreviated balance of payments statement in Table I shows that 
in 1958 our merchandise trade balance still maintained a substantial 
export surplus of $3.28 billion. We had evidently not "wholly priced 
ourselves out of foreign markets” in 1958, and this is an important fact 
to keep in mind. But this 1958 surplus was less than the surplus of $6.10 
billion in 1957 and of $4.58 billion in 1958. 


The table shows another important fact. Through our military and 
other aid programs, we transferred abroad a total of $8.26 billion. 
Adding to this a net capital outflow of $2.65 billion we have a total of 
$10.91 billion of American funds flowing abroad. (The “net” in the capital 
items is compound: It is first of all, for U.S. capital outflow anet of 
the U.S. capital exported and the U.S. capital repatriated, and similarly 
for the foreign capital; second, it is the net of U.S. capital outflow and 
of foreign capital inflow.) This flow of funds financed our merchandise 
trade surplus of $3.28 billion, service surplus of $4.91 billion and gold 
exports of $2.28 billion - these, with the errors and omissions, total 
$10.91 billion. 


It may be of help to think of our purchases of goods and_ services, 
our military and aid grants, and our capital outflow, as establishing 
U.S. dollar drawing accounts which foreign countries utilized in pur- 
chasing U.S. goods, services and gold, any balances not so _ utilized 
accumulating in foreign-held bank accounts or other short-term evidences 
of U.S. indebtedness. The increase in such indebtedness during 1958 
amounted to $1.15 billion. 


This summary view of the 1958 balance of payments gives us some 
perspective from which we can formulate critical questions relating to 
the controversies over our foreign economic position, 


It will be instructive, first of all, to ask why our merchandise 
export surplus declined in 1958 relative to previous years. Was it because 
our exports declined? Was it because our imports increased? And what- 
ever happened, why did it happen? 


Second, we must raise the question why overseas residents chose 
to take the unused residue of their drawing accounts in gold rather than 
in bank accounts or in short-term assets. 


Third, since aid programs and capital outflow bulk large in the 
foreign accounts, it is necessary to explore the role these items play in 
the balance of payments deficit. 


Finally, it should be asked whether the 1958 deficit is episodic, 
due to extraordinary events, or whether it is a permanently new situation 
to which, in the long run, we shall have to make positive adjustments; 
if so, what is the nature of these adjustments? 


Il. The Course of the United States Merchandise Trade Balance 





Exports, imports, and the trade balance all increased from 1953- 
1954 to a peak in 1957, and all declined in the depression year 1958. 
It is to be noted, however, that in 1958 exports declined proportionately 
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more than imports, and in the first half of 1959, a period of strong 
recovery, exports continued to decline whereas imports have increased. 


TABLE Il 


UNITED STATES MERCHANDISE TRADE BALANCE 


(Excluding Military Shipments) 
($ Billions) 


Year Exports Imports Balance 
1948 13. 19 7.56 + 5.63 
1949 12.15 6. 88 + 3.27 
1950 10, 12 9.11 + 1,01 
1951 14,12 11. 20 + 2,92 
1952 13.32 10. 84 + 2, 48 
1953 12, 28 10. 99 + 1,29 
1954 12. 80 10. 35 + 2,45 
1955 14, 28 11.53 + 2.75 
1956 17.38 12. 80 + 4,58 
1957 19, 39 13. 29 + 6.10 
1958 16, 23 12, 95 + 3.28 
1959 (6months) 7.85 7.31 5 


Source: U.S. Department of Commerce, Survey of Current Business, 
June 1959; Foreign Trade Reports FT 900-E, FT 900-1; Balance 
of Payments Statistical Supplement, 1958. 











In the 1948-1949 recession, our trade balance remained strong as 
imports feeding our industrial machine declined. This pattern changed 
in 1953-1954, and again in 1957-1958, as the composition of our imports 
changed. In larger proportion, imports now supply goods and services 
for personal consumption. It was one of the remarkable phenomena of 
the last two recessions that while national income declined and unem- 
ployment increased, personal disposable income and personal consumption 
expenditures increased. This increased stability of our imports is likely 
to be a permanent characteristic, an element of the new era of foreign 
trade. 


This is a result of several conflicting tendencies. First, as 
American incomes increase, resources to supply their consumption are 
drawn from farther afield - tropical fruits, articles of foreign manufac- 
ture, craftsmanship and artistic creation, vacations abroad. Second, 
some raw materials for industry formerly imported are now synthesized 
domestically - artificial fibres have replaced silk and wool, synthetic 
rubber has replaced natural rubber. But, third, some raw material 
resources are to an increasing extent being imported - lead, ferro-alloys, 
iron ore. The composite result is that in mild business downswings 
typical of the post-war period, imports are less affected than formerly 
by declining demand, and consequently our trade balance, instead of im- 
proving, worsens. 


The records also show, however, that the increase in exports of 
1957, and the decrease in exports and stable imports of 1958 were in part 
due to unusual circumstances. Extraordinarily large exports of petroleum 
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in 1957 were caused by the Suez crisis, the abatement of which resulted 
in a decline of $.40 billion in these exports. At the same time, petroleum 
imports increased somewhat in 1958 in anticipation of import controls. 


Everyone is aware of the astonishing change which has taken place 
in our automobile foreign trade. Annual exports of automobiles, parts, 
and so forth, in 1952-1956 amounted to $1.1 billion, imports to $0.1 
billion. In 1958 these figures are $1.1 billion and $0.5 billon respec- 
tively. The number of units imported is more striking: 27,100 in 1953 
and 432,600 in 1958. Since 1955, the number of automobiles imported 
has almost doubled every year. 


The behavior of the electrical machinery and apparatus category 
(export subgroups 702 and 704, import subgroup 73) parallels that of total 
foreign trade, namely, exports peak in 1957 and fall off in 1958, imports 
continue to rise through 1958. It should be noted that the value of exports 
in 1958 is still more than 4 times the value of imports. 

TABLE IiIl 
ELECTRICAL MACHINERY AND APPARATUS 


($ Million) 


Year Exports Imports 
1956 747.4 99.2 
1957 810.3 143.2 
1958 794, 2 165.9 


Source: U.S. Department of Commerce, Foreign Trade Reports, FT 
120, FT 420. ‘ 





The Survey of Current Business for June 1959 (page 24) classifies 
commodities according to their export growth between 1953 and the year 
ended March 1959. Commodities showing the greatest export growth over 
the period had the greatest growth in the cyclical upswing 1953 to 1957, 
and were least affected by the subsequent business decline. These com- 
modities are chemicals, including synthetic rubber, railroad equipment, 
civilian aircraft, refrigeration, air conditioning, oilfield, construction and 
mining equipment, and certain specialized machinery, such as that used 
in food processing. 


On the other hand, the commodities showing the least growth were 
also most responsible for the recent drop in exports. These commodities 
are textiles, passenger cars, and tractors. 


The former commodities are those requiring long and expensive 
development, were first produced here ahead of other countries, or 
supply markets too small to support local output. The latter have 
passed developmental stages or supply large local markets. 


The upshot is that our merchandise trade has been undergoing a 
fundamental readjustment during the past decade, a readjustment which 
promises to continue into the future. 
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Can this change in our merchandise trade balance be in any measure 
attributed to wage rate, labor productivity, or inflationary changes - 
changes which in this country are reducing our competitive strength - 
changes which in some other countries are increasing their competitive 
strength ? 


In the aggregate, the data do not show that the United States has 
obviously been subjected to seriously disadvantageous changes in these 
factors. Much depends upon the base period taken for comparison. The 
significant consideration is that during the early post-war years - say 
until about 1952 - the industrialized countries of the world, except for 
the United States and Canada, were rebuilding their industrial capacity 
and restoring their economy. They were unable to export and indeed 
were under necessity to import large quantities of goods which they would 
normally export. The United States, therefore, enjoyed an advantage in 
the way of mere availability of goods, aside from price and design 
characteristics which could not last and could not be sustained on a 
commercial basis. The disappearance of this advantage simply restores 
a more normal international economic relation and must not be viewed 
as a loss or deprivation. 


Inflation in the United States since 1952 has not been unusual for 
a period of rapid economic growth, compared tc similar periods in the 
past. Here, again, the base period chosen for comparison makes all 
the difference. We get an exaggerated and unwarranted picture of the 
extent of inflation by comparing the purchasing power of the dollar today 
with that of 1939. The greater part of this erosion occurred during or 
as a result of war, and United States experience compares favorably with 
that of other countries. 


TABLE IV 


ANNUAL PERCENTAGE RISE IN WHOLESALE PRICES 
1954 TO 1958 





1954 1955 1956 1957 1958 
United States -0.5 1.6 4.5 1.9 0.6 
United Kingdom (mfs. ) “1.2 4.9 3.8 3.0 -0.7 
Canada ~1.6 2.8 2.9 -0.8 Ls 
Germany (prod. prices) 4.5 2.6 3.3 0.8 0.0 
Switzerland re -0.5 4.5 “1.2 -3.9 


Source: Bank for International Settlements, Annual Report, 1958 - 1959, 
p. 105. 





This table shows that the course of wholesale prices (as an 
indicator of inflation) has been substantially similar in eachof the industrial 
countries listed. Price rises have slowed down or have changed into 
declines. The best performance was turned in by Switzerland, but differ- 
ences among countries are not large. A similar picture is shown for 
purchasing power of money in terms of cost of living in the table on 


page 107 of the First National City Bank of NewYork, Monthly Letter for 
September 1959. 





General inflation in the United States does not seem to be able to 
support the weight of the argument placed upon it as the sole explanation 
of our deteriorating trade balances. However, it is specific commodities 
which are exported and imported, and it is the prices of these specific 
commodities which count. It has been widely reported in trade journals, 
public addresses and comment that American exports have been meeting 
increasing competition in prices, credit terms and deliveries from foreign 
producers. This experience is, we may be sure, honestly reported and 
must be given credence. But is there contrary experience for other 
commodities? Are there American exports which still maintain compe- 
titive superiority? Personal experiences haphazardly reported are not 
reliable evidence on the point. We must turn to statistics of specific 
exports for the answer. As reported on page 5, our exports of several 
important commodity groups have increased at the same time _ that 
exports of other commodity groups have decreased. General inflation 
cannot explain this behavior. 


The record of money wage rate changes also seems to be all 
against accepting this as an explanation of the change in our competitive 
position. Since 1950, hourly money earnings in manufacturing have 
increased 102 per cent in France, 65 per cent in the United Kingdom, 
66 per cent in Germany, and only 41 per cent in the United States. 
These figures, however, give no evidence on the vital consideration of 
productivity. 


TABLE V 


PRODUCTIVITY TRENDS 
AND WAGE COST TRENDS 


Average Annual Percentage 
Change, 1950-1956 
Output per Wage Cost per 











Country Man Hour Unit of Output 
Canada 

(All manufacturing 2.4 4.7 

Highest quarter) 6.8 0.9 
Germany 

(All manufacturing 6.7 1.5 

Highest quarter) 7.0 ae 
United Kingdom 

{All manufacturing 1.2 7.4 

Highest quarter) 1.7 7.2 
United States 

(All manufacturing 2.3 3.1 

Highest quarter 3.0 2.6 








A summary of productivity trends and wage cost trends in several 
countries is given in the United Nations World Economic Survey, 1957, 
page 37, and is reproduced in part in the table on the preceding page. The 
figures are given for the average of all manufacturing industries and for 
the quarter of manufacturing industries exhibiting the highest rate of in- 
crease of output per man-hour. 





The National Industrial Conference Board made a study of compara- 
tive production costs in the United States and abroad as of 1956 and 
early 1957. The results are not easily summarized, as they are in the 
form of frequency distributions: instances in which costs are higher than 
and lower than costs in the United States for comparable commodities 
made by the same companies operating here and abroad. The Conference 
Board's own summary states that out of 192 comparisons, total unit 
costs are lower abroad in 15 more instances than they are higher, and 
in 37 instances are about the same. Direct labor costs are lower abroad 
in 105 more instances than they are higher, and unit material costs are 
higher abroad in 46 more instances than they are lower. The final result 
is that some commodities are made more cheaply abroad and some more 
expensively - aconclusion eminently compatible with the economist's 
"law of comparative cost." 


That wage rates as such do not determine competitive strength is 
shown in studies by Irving B. Kravis, reported in House Ways and Means 
Subcommittee Hearings on Administration and Operation of Customs and 
Tariff Laws, etc., 1956 (Part I, pages 297 and following, and references 
there.) These studies show that in the United States, wages in the 
leading export industries tend to be higher than the general level of 
wages - our export strength is in the high wage industries. 


Ill. The 1958 Loss of Gold 





Turn now to the non-merchandise items in the balance of payments 
to answer the question, why in 1958 did overseas countries elect to take 
such a large amount of dollar availabilities in gold? The answer to this 
question lies in three developments. In the first place, the vigorous 
economic recovery and growth which had been taking place in most 
European countries for several years had so strengthened these econo- 
mies as to bring them to the point of currency convertibility. Increases 
in gold holdings were a natural accompaniment of this eventuality. In 
the second place, the easy money policy and its accompanying lower 
interest rate pattern initiated by the Federal Reserve System in the fall 
of 1957 to combat the recession made the holdings of short-term balances 
in the United States rather than in Europe relatively unattractive. 
Finally. fear of the international stability of the dollar may have had 
some influence - how much it would be very difficult to say. Rumors, 
suggestions, proposals of a higher price for gold are periodically put 
forward - as by Senator Dworshak (Idaho) in The United States Senate, 
August 24, 1959. Actually, almost half of the 1958 loss of gold occurred 
in the second quarter; while still continuing in the first quarter of 1959, 
the loss was at a much lower rate - $96 million for the quarter. The 
whole of this 1958 loss, moreover, was to the countries of Western 


Europe, including the United Kingdom, and to Japan. It is also noteworthy 
that throughout 1956, 1957, 1958, and the first quarter of 1959, foreign 
short-term assets held in this country increased. 


These facts would seem to indicate that the 1958 loss of gold was 
due to more special circumstances - that is, to the Western European 
countries’ move to strengthen their monetary reserves in connection with 
currency convertibility and the relative unattractiveness of short-term 
interest earnings in this country - than to fear of the dollar's soundness. 


IV. The Complex Role of Foreign Aid 





Throughout the post-war period, July 1945 to December 1958, the 
United States made net grants-in-aid of various kinds to foreign coun- 
tries amounting to $55.6 billion, or an annual average of $4.41 billion. 
The 1957 and 1958 grants were $4.11 billion and $4.21 billion respectively. 
For the post-war period, Western European countries (excluding Greece 
and Turkey) received $29.92 billion, or 54 per cent of the total; in 
1958, this area received only $1.06 billion, or 25 per cent of the total 
for that year. 


The dollars made available to foreign countries by this massive 
aid amount to almost one-third as much as the dollars made available 
by our merchandise imports. This fact suggests that it will be 
instructive to consider the role of aid in supporting our exports. 


By a consolidation of some items, Table II may be somewhat 
simplified as follows: 


Sources of U.S. dollars made available to foreign countries, 1958: 


By imports of goods and services $ 20.95 billion 
By unilateral transfers 4.84 
By U.S. capital outflow 3.81 

TOTAL $ 29. 60 


Uses of U.S. dollars by foreign countries, 1958: 


For exports of goods and services $ 25.72 
For foreign capital inflow 1.16 
For gold outflow 2. 28 
Errors and omissions . 44 
TOTAL $ 29. 60 


At first sight, it might seem that eliminating even half of the 
$4. 84 billion unilateral transfer should eliminate an amount of dollars 
made available to foreign countries equivalent to our gold loss. Would 
such action force them to forego the luxury of spending their dollar 
availabilities for gold? 


As a rule, specific sources of funds are not directly related to 








specific uses of those funds, but among the exports are reported net 
military transfers under grants amounting to $2.52 billion (Survey of 
Current Business 6/59, 20). Sale of agricultural commodities for foreign 
currencies under Public Law 480 amounted to $1.02 billion (Foreign 
Grants and Credits, 1958). In effect, these items are a use of dollars 
for purchases directly tied to dollars made available through unilateral 
transfers and United States (Government) capital outflow. Adding these 
two items gives $3.54 billion of exports directly tied to specific dollar 
availabilities. 








Thus, one might conclude that some $3.5 billion of our exports were 
directly supported by government aid programs - note: aid to foreign 
countries and to domestic agriculture. Corroborating is the Department 
of Commerce statement that except for small amounts, "foreign assistance 
consisted of equivalent transfers from the United States, mostly of mer- 
chandise and to a_ lesser extent of services...'' and “nearly all of 
Government assistance in 1958 went to countries which used the foreign 
exchange resources so acquired to pay for imports of goods and services." 
(Foreign Grants and Credits, 1958, page 3). 





By eliminating foreign aid, we might thus reduce dollar availabilities 
by $4.84; but by the same action, we would reduce dollars used to 
purchase exports by $3.54. Supposing the total effect of the residue to 
be absorbed in the gold transfer, our loss of gold in 1958 might thus 
have been reduced to about a billion dollars. However, most of the 
foreign aid went to non-European countries - but it was the European 
countries which absorbed the gold! 


All this is admittedly speculative to a degree. The termination of 
aid programs would be a drastic move which would certainly have serious 
repercussions in areas outside the economic field under consideration 
here. While it is impossible to say what, specifically, would happen 
if aid programs were abolished, at least it is possible to say with 
assurance that one specific result would not happen, namely, an imme- 
diate relief of our worsening merchandise trade balance For the aid 
programs have a proportionately large specific counterpart of merchan- 
dise exports. Cancellation of the aid programs would leave us somewhat 
better off as far as the over-all balance of payments is concerned, but 
it would clearly not face the problem of our commercial merchandise 
trade balance. 


V. The New Era 





Whether the new balance of payments position which confronted the 
United States in 1958 is temporary or permanent is a question which can 
only be answered in terms of probabilities and trends. The deficit in 
short-term liabilities, especially the gold loss, is of necessity temporary. 
The United States monetary gold stock at the end of December, 1958 
totalled $20.5 billion, against which a minimum as reserve for Federal 
Reserve deposit and note liabilities was required of $11.8 billion. 
Foreign holdings of dollar assets totalled $16.9 billion. Such a loss of 
gold as was experienced in 1958 could not be sustained for long. Drastic 
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changes in monetary, fiscal and foreign economic policy would soon be 
forced upon us. 


But such considerations are extreme. The real question is whether 
the 1958 gold loss signals an unwillingness on the part of overseas 
countries to hold dollars. This does not seem to be the case. In the 
first place, foreign dollar holdings increased in 1958. In the second 
place, a large part of these dollar holdings is a working balance required 
to facilitate normal trade and financial transactions. In the third place, 
the loss of gold was concentrated in the second quarter of 1958, is 
readily explained on the basis of logical and temporary considerations, 
and has not been resumed. 


It may be recalled that in the immediate post-war years serious 
concern was expressed whether United States private investment abroad 
could be expected to fulfill our new role of creditor nation. Its slow 
increase was disappointing to those who hoped that the United States 
would rapidly take the place of England as source of world - wide private 
investment capital. The bulk of United States post-war private investment 
has been concentrated in Canada and Latin America, and in petroleum 
and mining. But in the last few years, there has been a significant shift 
to Europe and manufacturing industry. Two factors probably account for 
this shift. First is the establishment of the European Economic Commu- 
nity and the fear that European markets for American manufactures would 
be reduced by regional protectionism. "If you can't beat 'em, join ‘em." 
American business has been associating itself with European business 
through purchases of share interests, establishment of branch plants, 
licensing and other arrangements. The second factor is the expressed 
belief that European costs of production are and will probably remain 
comparatively lower than American costs for a range of manufactured 
products which formerly were exported from the United States. 


In the early post-war years, European industrial countries suffered 
from reduced labor productivity and relatively greater inflation of money 
prices and costs compared to the United States. The inflationary handi- 
cap was alleviated in most countries by general currency devaluation 
and drastic monetary reforms. The labor productivity handicap has 
been gradually alleviated in most countries by continued progress in 
reconstruction - new and increased capital equipment, improved tech- 
nology, and efficient labor practices. In the interim, discriminatory 
trade controls which protected European industry in early post-war years 
were slowly reduced (although not yet entirely eliminated). Thus, in 
the course of the post-war years the costs of more and more commodities 
became cheaper in other industrial countries than in the United States. 


This description must not be pushed too far, used too generally, 
or applied indiscriminately and uncritically. Price level changes affect 
different prices in different degrees; some industries experience rapid 
improvement and others are slow or stagnant. The picture is of different 
industries - different for each of the countries - moving forward at 
different speeds. Now an industry in one country - as the automobile 
industry in the United States in the 1920's - moves forward with spec- 
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tacular speed, its wage rates and profits increasing with its technical 
and design improvements and market appeal. It conquers the world 
despite its own high wages and low wage rates abroad. Its period of 
rapid growth over, the same industry in other countries may perhaps 
catch up and the margin of superiority of our domestic industry dimi- 
nishes or disappears. Then another such industry appears, here or 
abroad. 


This gives the key to understanding international competition. The 
United States has been losing its competitive position in those commodities 
where, in comparison with other countries, 1) technical improvements 
have been slowest, 2) labor productivity has been most backward, and 
3) inflation or price policy has raised prices most rapidly. Conversely, 
we have improved our position in those commodities where these changes 
have been most favorable to us. This is the new era in foreign trade. 
It is new as every day is new - but it is being created daily by the 
interminable changes that are taking place daily in our economy. 


Would devaluation of the dollar remove the handicaps to United 
States exports which seem to have developed? Or, to state it more 
accurately, would devaluation restore the handicaps to European industry 
which seem to have been alleviated? In this policy there is no hope 
whatever. Two can play the game. We could confidently anticipate 
retaliatory measures. Moreover, devaluation would give a powerful 
stimulus to domestic inflation, and this would upset not only our own 
economy but would also offset the expected money cost advantage of 
devaluation in foreign trade. 


The 1958 deficit and gold loss did indeed signal a change in our 
foreign trade position. The causes of this change had been working 
quietly for several years and would in any case have produced noticeable 
results in the near future. But the episodes of the European Economic 
Community, the Suez crisis, and the United States recession all at the 
same time conspired to produce dramatic results. The drama can be 
disregarded; unless we are very foolish, we are in no danger of a gold 
crisis. But the less dramatic forces of economic change must be 
recognized. Our superiority in the production of many commodities is 
being reduced by the adoption abroad of those elements of productive 
technology which can be transferred. On the other hand, in other sectors 
and commodities, development has been more rapid in the United States 
than elsewhere - witness hotel management, engineering and construction 
management, chemicals and some types of machinery. In this constant 
shifting of advantages, we are likely to lose in the future as we have 
already lost in the past some of our cherished export superiority. But 
if our enterprise is not stultified by unfounded fears or arbitrary 
restrictions and misguided attempts to hold everything, new superiority 
will be created in the future as in the past. The solution to our very 
real foreign trade problem lies in creating new products, improving 
technology, raising productivity, and in maintaining the social and 
economic environment which fosters these progressive developments. 
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TAXATION - 
ARE NEW APPROACHES NEEDED? 


George M. Raymond* 


As a community planner,I am primarily concerned with the physical 
development of the community so as to assure, within the realm of the 
practically possible, its economic well being and the health, safety, 
comfort, convenience and general welfare of all who live and work within 
its boundaries. As part of my work I have to try to identify a given 
community's needs and desires, and within the limits of my understanding 
help it to define its own developmental objectives. 


If local government decisions are to be orderly and rational, it is 
absolutely essential that community objectives be formulated before or 
at the same time as the fiscal potential of the community is analyzed. 
Community budgeting cannot be likened to family budgeting, despite the 
frequent examples to the contrary. In the case of the family, the amount 
of available funds is known, and after essential expenditures are provided 
for, such surplus as there may remain can be distributed to satisfy the 
conflicting claims of various non-essential needs and desires. In the 
case of a community, there are never any surplus funds as such. For 
this reason, almost by definition, if one starts an analysis of community 
needs from a purely fiscal point of view, one cannot but arrive at the 
conclusion that the community can afford only the absolutely barest 
essentials. 


But is this enough? Is it not true that, if our communities are to 
fulfill adequately their ever expanding social and economic role, they 
must accept and provide for the new responsibilities that are thrust 
upon them by the constantly shrinking possibility of private satisfaction 
of social needs? Now, it is relatively easy to identify essential public 
expenditures and provide for them in the budget. How much more difficult 
it is to determine such things, for instance, as the extent to which the 
taxpayers are willing to finance improvements and programs which would 
transform their community from an average into a superior one. Nor 
is it any easier to distinguish, among the many such programs, those 
to which the community at large would give a high priority from those 
generally considered to be of lesser moment. 


It should be perfectly clear that no valid choices among _— such 


*Mr. Raymond is a partner in the firm of Raymond and May Associates, 
Planning, Zoning and Urban Renewal Consultants, Pleasantville, New York. 
This speech was presented at the Community Growth Conference, which 
was sponsored by the Metropolitan Builders Association ofGreater Mil- 
waukee, May 1, 1959. 


14 


alternatives can result from purely fiscal analyses. The only process 
which makes sense is that of identifying needs and desires, formulating 
objectives and then, and only then, of discussing which of them can be 
accomplished in the light of the community's fiscal realities. 


Rigid adherence to this approach to the securing of public support 
for community improvement is particularly important today in view of 
the current prevalence of what I would like to call the "suburban tax 
psychosis." Any attempt to convince people that they need, and should 
pay for more and better schools, parks, playgrounds, streets, parking 
facilities and the like generally runs into trouble because of the frustra- 
tion which most of them experience as a result of their inability directly 
to influence the taxes they pay to the Federal Government and, to a 
lesser degree, to the State. To relieve the almost unbearable pressure 
which develops in his psyche as a result of 52 consecutive withholdings 
from his pay check, the hard-pressed taxpayer finds irresistible the 
temptation to say "NO" to any request for further expenditures no matter 
how well justified and essential such expenditures may be. To do so on 
the local level is particularly gratifying, because the City Council or the 
town meeting can very definitely be influenced by his articulateness, and 
he can sometimes actually relate savings in taxes to the wise words or 
threats which he and his neighbors uttered on the proper occasion. 


This tendency on the part of the average taxpayer unthinkingly to 
refuse to be taxed for local improvements has resulted in the development 
of an unfortunate, negatively charged climate. Its manifestations, more 
often than not, undesirably affect the entire community, including the 
people responsible for its genesis. Mind you, I am all for a process 
of sober analysis by the tax-paying public of all proposals involving 
appropriations which are brought before it. I am also a firm believer 
in the fact that the desirability of such proposals is very definitely 
affected, among other factors, by the availability or non - availability of 
funds therefor. But where no reasoned analysis precedes a negative 
popular vote, and where such a vote results merely in a postponement 
of improvements to a time when their realization is costlier than it 
would have been when first proposed, a priori opposition to local taxes 
is not only futile, but self-defeating. 


Equally disturbing has been the recent tendency on the part of 
individual municipalities to formulate developmental land-use policies 
with purely fiscal objectives in mind. This tendency has manifested 
itself most strongly in those suburban communities where post - war 
growth has been almost exclusively residential in character. Here 
more often than not, newly arrived young families invest all the little 
cash they own into ahouse and, in addition to having to meet high 
mortgage payments, they have toraise enough money monthly to cover 
commuting costs, installment payments on the contents of the house, the 
family car, garden equipment and, sometimes, a boat, club memberships 
and unending major home improvements. Besides, being young and 
optimistic they have many children, and this at atime when "cheaper by 
the dozen" is nothing more than a quaint saying of antiquity. ll this on 
top of the inescapable drive to keep up with the two Joneses on either side 
in particular, and all the Joneses in the community at large. 1 think we 
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would all agree that, unless he could assert himself somewhere, any man 
so beset by expenditures he can no longer control would soon lie on a 
couch telling his sad tale to the sympathetic ears of a psychiatrist (and, 
incidentally, thus adding $20 a week to his routine fixed charges). In 
any event, this need for self-assertion in self-defense leads either to his 
trying to pare the local budget or to his voting people in and out of office 
depending upon whether they do or do not heed his advice for economy 
in government. 


Since higher costs and, therefore, higher taxes are a reflection 
of an increased demand for more and better services and facilities by 
the very people who object to paying for them, local governments are 
caught on the horns of a dilemma. Not to spend would mean a refusal 
to provide facilities and services which have become essential and which 
only government can provide; while to spend would mean political suicide, 
in principle. At this point in their desperation, local legislatures 
were sold on the idea that, for a handsome fee, they could find out how 
they could spend all that they wanted with political impunity by simply 
encouraging the location in their communities of "profitable" uses and 
sending "deficit-producing™ ones to adjoining communities. 


I will not belabor here the incomplete thought and lack of any kind 
of scientific validity of the great majority of the studies whichhave been 
made and which are being made in support of projects to determine which 
uses will produce a profit and which a deficit. Nor will I object to 
these studies on the grounds that they are trying to prove the obvious 
which they do. It does not take much perspicacity to see that, where 
your principal and indeed almost sole source of revenue is the real 
estate ad valorem tax, the bigger the assessment per family, the more 
taxes that family would contribute to the community exchequer. Nor 
does it take much research to realize that highly assessed commercial 
and industrial properties will also be heavy tax contributors. These 
truths were at the root of the competition for industrial development 
among communities which, in one form or another, dates back to the 
days of a hundred years ago when the Jeffersonian antipathy to city 
development died away and when the urbanization of America was 
welcomed with open arms. Nor have these so-called "economic land-use 
studies" added much to our store of knowledge of municipal economies, 
as a result both of their faulty techniques and the inherent impossibility 
of determining with any degree of accuracy the cost to the community 
of a given land use category, or the benefit the community derives 
therefrom. 


In an article which Ralph Barnes of the New York State Department 
of Commerce and | wrote on the subject of these studies for the spring 
issue of the Journal of the American Institute of Planners, we pointed out 
in detail the failings and shortcomings of such studies. In the last year 
or so our firm has had occasion to do a little original research and I 
can report to you that our findings were quite startling. For instance, 
the generally accepted theory is that zoning for large lots leads to the 
development of "profitable'’ houses, A study of school costs versus 
school tax revenues recently made by us in a suburban Westchester 
County village showed that, on the average, new houses on acre lots 
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cost the school district about twice as much as they contributed in taxes, 
whereas houses on lots of one-third of an acre cost almost no more than 
they contributed. The reasons for this unorthodox behavior is obvious: 
living in the house on the larger lot was a generally more mature family, 
with a higher income and also with more children of school age, whereas 
the house on the smaller lot housed a younger family on its way to the 
larger house, whose children were either also on their way, or were 
primarily of pre-school age. The actual average ratios we found were 
2.24 children - in-school in each of the larger houses, and only 0.86 
children - in- school in the smaller ones. 


Another fondly held popular misconception, which has its roots 
largely in the so-called findings of "economic land - use studies", is that 
the location of apartments as such in a community results in tax deficits. 
A second study of school costs versus’ school tax revenues which we 
recently completed, covering 1,419 apartment units in 17 post-war 
developments ranging in size from 19 to 228 units each, and located in 
four different communities disclosed several interesting facts. Let me 
quote a few of the findings which are most relevant to this discussion: 


1. On the average, each child educated in the public school system 
and living in these apartment developments was supported by 
the taxes paid by 3.92 apartment units; or, put another way, 
each apartment unit housed, on the average only 0.24 children - 
in - school. 


2. In one of the developments, the ratio found wasonly one child - 
in - school for each 7.4 apartment units. The average for three 
developments, with a total of 299 units, in one particular 
community was one child-in-school for each 6.8 apartment 
units, 


3. Apartments containing 3 rooms or less, numbering 157 in all, 
housed no children of school age. The ratios for larger apart- 
ments were as follows: 


3-1/2 room: 30 school children in 420 units, or 1 child 
per 14 units 


4 room: 50 school children in 267 units, or 1 child 
per 5.34 units. 


4-1/2 room: 69 school children in 149 units, or 1 child 
per 2.16 units 


5 room: 74 school children in 196 units, or 1 child 
per 2.51 units 


5-1/2 room: 14 school children in 26 units, or 1 child 
per 1.85 units 
6 room: 105 school children in 160 units, or 1 child 


per 1.52 units 
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I am sure you have noted that, as one would expect, the number 
of children of school age per unit rises with the number of rooms. 
Therefore, the provision of efficiency-type garden apartments for the 
elderly or for young couples starting out in life would not only satisfy 
a deeply - felt social need, but would also result in a direct local school 
tax surplus. To this should be added the indirect tax benefits of increased 
local purchasing power, higher business property valuations, and so on. 


Incidentally, as a result of this research, 1 believe that much could 
be gained from incorporating into local zoning ordinances, regulations 
designed to assure an equitable distribution of apartments, by number of 
rooms. Thus, the ordinance could specify that not more than, say, 15 
per cent of all units in a given development may have 5 rooms or more; 
not more than 40 per cent may have 4 rooms or more, and so on. In 
this way the community could be assured of a reasonably adequate school 
tax base to cover the cost of educating the children from the development. 
At the same time, by mixing apartment sizes and types, the community 
could achieve that most desirable social objective, the avoidance of 
segregation of families by age and size. 


It cannot be denied that the use of "economic land-use" studies has 
had one beneficial effect, in that even though based on erroneous figures 
and conclusions, it has been instrumental in persuading many an un- 
reasoningly hostile suburban crowd to cease their groundless opposition 
to non-residential development as such. This effect, however, was 
beneficial only in instances where industries and commerce so induced 
located along major roads or next to a railroad track, and where they 
were so related to immediately adjoining and neighboring residential 
development as to-.prevent the use of residential streets by through 
traffic and so as to protect such development from other deleterious 
influences. But where the false conclusions of such studies were offered 
in support of an argument to the effect that all homes costing under 
$35, 000 should be barred from the community; where, as has frequently 
happened in my experience, commercial and industrial rezoning was 
applied for and granted not because such uses belonged in the particular 
location where they were proposed, but because the community thus 
expected to balance its next year's school budget better; and where 
finally, on purely fiscal grounds, apartment living was equated with 
socially undesirable behavior and with poor citizenship. I submit that in 
such instances the use of such studies was not only misleading and 
fallacious, but downright pernicious. 


And yet, conclusions such as these are inherent in the premises 
and nature of the studies themselves. Hard - pressed elected officials are 
told on the one hand that they can look upon the community in terms of 
profits and losses as they would upon a business enterprise; and on the 
other hand they are told that if they keep out of the community multiple 
dwellings and homes assessed below a certain "break-even" value, there 
will no longer be any need to engage in politically damaging yearly budget 
battles. The argument is irresistible and, in my opinion at least, has 
been bought hook, line and sinker in a good many rapidly growing 
suburban communities. 
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You may ask why I have not dwelt upon the other major conclusion 
of these so-called "economic land-use studies!* namely the desirability 
of industry as a "profitable" land use. The reason is simple; while it 
is true that some communities have actively sought industrial development, 
it is obviously not within their power to cause such development to occur 
within their boundaries, and certainly not just at the time when population 
expansion causes aneed for expanded services. Consequently, wl.ile 
hoping and waiting for industry to arrive, the local legislators frequently 
take the line of least resistance and, for the time being, settle for the 
exclusion of multiple dwellings! 


The trouble with this purely fiscal approach to community planning 
and taxation is that, in a way, it is passive, negative and not productive 
of any values, social or economic. Led down the path of largely 
unverifiable statistics with blinders on, the community seeks scapegoats 
and ends by ignoring the true causes of its fiscal discomforts ana the 
proper remedies. For instance, it is not clear that as one community 
succeeds in attracting industry, the population not only of that community, 
but also of its neighbors, swells. These neighbors are, in turn, forced 
to take measures to expand their tax base by similar means. By the 
time it is all over, there is industry in just about every community, 
regardless of whether or not, from the standpoint of good planning practice 
such industry belongs where it is put. Yet on the other hand, considered 
over a wide area across municipal boundaries, non-residential and 
residential uses grow approximately evenly. This is only natural since 
sources of primary employment bring along workers who build homes; 
these workers, in turn, cause the development in the area of stores, 
and so on. Thus, on a wider area basis, the tax revenues needed 
to provide necessary services and facilities could be collected relatively 
painlessly from residents and business alike. 


The truth of this assumption was borne out by the findings of a 
recent study made by the Westchester County Department of Planning, 
which found that, over a certain period, the county - wide total full value 
of real estate per pupil in the aggregate public school system had 
remained roughly stationary. During this period, however, the same 
index went up by 10 per cent in one of the component school districts 
and down by 17 per cent in another! 


For individual communities to try to cope with this sort of fluc- 
tuation is worse than playing the stock market. It seems evident that 
the solution to this kind of situation should not be sought in the exclusion 
of certain people from a community nor, as was tried in one suburban 
town, in the exclusion of everyone by a system of building permit ration. 
It would seem that the time has come for us to recognize that community 
growth produces wealth which can pay for needed services and facilities 
if the benefits of such growth are evenly distributed over the entire area 
affected thereby. Surely, having identified our community objectives, 
and knowing that we have the means to afford them, we can find a way 
to distribute these means equitably to the benefit of all those who contri- 
bute to their creations, regardless of the fact that they happen to tive in 
one community and work in another. 
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In line with this view of the situation I recently proposed a new 
approach to the provision of needed school space based on an inter - school 
district pooling of tax resources for school building purposes. A School 
Building Agency could be set up, to design and build schools for such 
school districts in a state or part of a state as may wish to join. The 
member districts need not be contiguous, so long as the ratio of the 
assessed to the true value of property in all is equalized. The advantage 
of placing the design and erection of school buildings under the jurisdiction 
of a permanent body which, in time, would gain considerable experience 
and know-how, as against their handling by a frequently inexperienced 
school board with a constantly changing membership, should be obvious. 
Equally obvious should be the possibility of major savings through the 
standardization of construction, details, prefabrication of parts and mass 
purchasing. 


There is yet another area involving the whole question of local 
taxation which needs study: whether through sheer inertia, we are 
perpetuating local financial responsibility for functions which could be 
handled more efficiently afd more equitably at a higher level of govern- 
ment. An article in a recent New York Times, which detailed the tax 
woes of the State of New Jersey, concluded as follows: "It is generally 
conceded that the average resident of New Jersey is not fully aware of 
the complexity and implications inherent in the over-all tax system. Tax 
experts are convinced that he overlooks the fact that the principal reason 
that property assessments are excessive and annually becoming more 
unbearable is because of the State's inability to expand its municipal aid 
program." 


Before ending, let me suggest that, in addition to developing a tax 
policy which will enable a community to achieve a healthy growth, build 
all the necessary facilities, and supply all necessary services when 
needed, there is the merest possibility that significant tax differentials 
applied to properties intended for different uses may be one of the positive 
means whereby a socially desirable land use pattern may be realized. 


In the last fifteen years or so, since the end of World War II, the 
prosperity of this nation as a whole and of every major segment of it, 
whether functional or geographic, has risen to unprecedented heights. 
Use whatever yardstick we will, the fact that this is so seems to be 
incontrovertible. The Gross National Product has risen. Personal income 
stands at an all-time high. Retail sales are booming. Labor productivity 
has advanced. It is indeed strange, in spite of all of this, to see so many 
children going to school on double sessions. Now, then, is it not possible 
and indeed probable that the seeming inability of our "affluent" society to 
find an acceptable solution to the financing of public facilities and services 
as they are needed results from lack of trying? The nation's collective 
ingenuity in solving problems with which it has been faced throughout its 
history is proverbial. Is it conceivable that it will fail to find a way of 
distributing the product of its industriousness and technological inventive- 
ness so as to advance, along with the well-being of the individual and his 
family, that of the community in which he lives and on which he depends 
for so many of the detailed objectives of his pursuit of happiness? 
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EXPRESSWAYS- 


THEIR EFFECT ON REAL ESTATE VALUES 
Frank W. Suggitt* 


A dozen years from now ‘we would be able truthfully to state that 
the expressways now being planned and constructed have had the great- 
est effect on real estate values of any other force in a comparable period 
of time in history. And almost without exception, the effect would be 
desirable. Land and property values would be higher. 


This is the impression given by the modern, divided, multi-lane, 
controlled-access highways, and their probable impact. It is likely that 
no other group is more intimately involved with the effects of these ex- 
pressways than realtors and appraisers. 


The form, appearance and location of the communities of tomorrow 
can be viewed on the drawing boards of highway departments and municipal 
public works departments today. Never before have so few - the highway 
planners - had so much power over the destinies of so many. ‘The 
highway planners are not aware of the extent of their power, nor are 
they cognizant of the way in which they can play a central role in the 
processes of area planning and orderly development. 


It is necessary to review other variables in the complex formula 
of real estate valuation in order to consider the effect of expressways 
upon land values. In addition to some of the basic principles of land 
values, some fundamental factors in the over-all effect of transportation 
upon land values must be taken into consideration. To do this properly 
requires investigation of our recent and growing dependency upon motor 
vehicular transportation. Our roads and streets are the arteries that 
make modern cities and suburbs possible, that make modern commerce, 
industry, residence and recreation what they are. 


One innovation in motor vehicular transportation is the express-type 
highway. Wecan definethis as a highway that separates opposing streams 
of traffic, that eliminates crossings at grades, and that provides for 
access to the highway at specified points only. There are many types 
and functions of the express-type highway, and each should be considered 
in relation to the needs of the individual community, It must be remem- 
bered that generalization is dangerous, for no two highways have the same 
traffic characteristics, no two communities or businesses are similar. 
Yet it seems undeniable that the current accelerated activity in road 
building provides the very best opportunity to better standards, and that 
realtors thus have a tremendous responsibility. 


*Dr. Suggitt is Professor of Resource Development, Michigan State Uni- 
versity; this article is derived from a speech delivered during a lecture 
series on Real Estate Problems, March 25, 1959, sponsored by the Even- 
ing Division, Marquette University College of Business Administration. 


21 








Qualifications and Limitations 





So far, there is very little factual information on the question of 
the economic impacts of modern highways. There have been a number 
of sporadic studies conducted in various parts of the country, yet each 
case, each community situation must be peculiar unto itself. In. no two 
situations will the impact of express highways be the same, because of 
the large number of variable factors involved. From a review of what 
we have seen in representative cases, we can get an indication of what 
to expect in the City and County of Milwaukee and in Wisconsin. 


The question could arise why a student and professor of land use 
planning and resource development became concerned with the problem 
of highways. This stems from the conviction that transportation has 
shaped and directed the use of land and the development of our natural 
and institutional resources more than any other single factor. If this be 
true, highway transportation has now emerged as the greatest of all the 
changers of the landscape, due to the growing dependency upon vehicular 
transportation. Thus, if we are to accomplish more progress toward 
area planning and orderly development, the new highways being con- 
structed and planned afford the most significant means. 


A second conviction is that for someone concerned with the conser- 
vation of natural and human resources, there is no greater waste of 
resources occurring anywhere than in the decay of our central cities, 
the wanton and wasteful consumption of our suburban and rural areas by 
city-like uses of land, and spilling of human blood as we attempt to 
negotiate horse-and-buggy roads with modern motor vehicles, and the 
associated waste of time and fuel. Conservation has received a great 
deal of support in the past quarter of a century, yet we have missed the 
most significant areas of conservation need. 


Third, in the interests of economic development, is the conviction 
that the new highway system that is emerging is opening up the door of 
opportunity for economic expansion and progress. For the first time, 
our overland routes of travel are being wrenched from the traditions of 
past decisions as to their location. With new alignments, new land areas 
are being opened up for economic development. 


The relationship between highway transportation and the processes 
of area planning, conservation and economic development is rather com 
plex. Transportation is intertwined with our American heritage of growth 
and development; it reaches deeply into every phase of our society and 
our economic system. 


Principles of Land Values and Significance of Highways 





To cultivate this topic properly, it is necessary to revert to some 
rather fundamental facts surrounding land values and their relationship to 
transportation. In the first place, we must remind ourselves that, 
throughout history land values have risen rather consistently, and that 
they will continue to do so. Population growth creates demand for land 
and buildings; concentration of the population in great metropolitan 
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agglomerations heightens the competition and demand for space in those 
areas; with our greatly increased mobility, more leisure time, more 
disposable income, and more desire, we as a nation are looking for open 
spaces in which to live, to play, to work and to shop. In short, land 
values will continue to rise because of the rising demand and competition 
for space. 


Specific sites will experience relatively greater increases in value 
if they are in short supply and therefore have a scarcity value; if they 
are conveniently accessible to various kinds of transportation facilities; 
and if they are conveniently close to the people who might wish to use 
them. These truths are simple, yet we must remind ourselves of them 
in order fully to appreciate the impact of modern transportation. 


Costly, time-consuming conjestion, coupled with inadequate and 
expensive parking, high operating cost, inconvenience and hazard all tend 
to reduce the accessibility of land. And land, imildings and other 
resources are valuable only to the extent that they are accessible for 
use. Restrictions in accessibility reduce property values. 


The great cities of the nation were established long before our 
forefathers envisioned the effect of almost universal ownership of per- 
sonalized transportation as represented by the automobile and the motor 
truck, Initially our great cities, and the not-so-great as well, were 
located on navigable water. Water sites provided transportation, water 
supply, and convenient waste disposal. At first, the cities grew in size 
as they provided service functions for their hinterlands, the functions of 
marketing, trans-shipment, along with personal and professional services. 
Then with industrial revolution these same cities grew much more 
rapidly as processors and fabricators of raw materials. As they grew, 
they expanded outward from the original port site, and population density 
was high, for the residents had to live within walking distance of their 
jobs and stores and churches. 


Streetcars, interurban trains and subways permitted people to live 
further and further from the base of their employment. In fact, the 
commuter trains of the late 1800's and the early 1900's provide an 
excellent forecast of what the expressways of today are doing in terms 
of scattering people over the countryside. With the advent of popular 
ownership of automobiles, beginning perhaps about 1930, urban workers 
were freed from former space fixation. A man with a car could live 
many miles from where he worked. Shorter woiking hours, higher 
disposable income, and a growing desire toescape the confines of the 
old city hastened the exodus to the suburbs. 


We have become so accustomed to the family automobile and motor 
transport that we take them for granted. We fail to realize that our 
original central cities were laid out and designed before we had cars. 
Our grid system of streets was for pedestrian and horse-drawn vehicles. 
The concentration of business and industrial and professional activities in 
the city center occurred before the automobile permitted people to flee 
to the suburbs. 








Vehicular congestion in downtown areas has become a problem of 
gravest magnitude. Actually, however, automobiles and trucks are a 
result, not a cause of congestion in cities. Too much concentration of 
people, enterprises and activities in a very limited area is the basic 
cause for congestion. In 1950 the population density was 12,748 people 
per square mile in Milwaukee, as compared with 3,645 for Milwaukee 
County, 62.8 for the State of Wisconsin and 50.7 for the United States. 
Recent traffic surveys estimate that 600,000 people enter and leave the 
central business district of Milwaukee daily, and the bulk of them travel 
over surface streets by automobile or motor bus. 


One of the problems of the tremendous population growth in outlying 
suburbs and rural areas is the fact that people have now been separated 
by distance from their places of employment, shopping, schools, churches, 
recreation and the like. As a result, there is now a great deal of 
cross-town traffic. In spite of the decentralization of economic activities 
from the central cities to the suburbs, a recent study reveals that central 
cities still dominate their metropolitan area hinterlands. In eight of the 
nation's largest cities, it was found that the central cities account for 
81 per cent of the business services of their metropolitan areas, 82 
per cent of the finance, insurance and real estate services, 82 per cent 
of the wholesale trade, 67 per cent of the retail trade, and 58 per cent 
of the manufacturing. A great many people who reside in remote 
suburbs thus must make their way daily by au.omobile or by bus over 
congested, out-of-date streets to the jam-packed city center where they 
earn their livelihoods. 


The layout and design of central cities did not take into account 
the need to store the thousands of cars, or to provide terminal facilities 
for the buses and trucks that are rapidly replacing rail transportation. 
Congestion is compounded by the growing numbers of vehicles, and each 
vehicle is travelling more miles making more trips each year. And in 
spite of the seriousness of congestion, our central cities and our suburbs 
could not operate today without those same cars, trucks, and buses. 
Highways and streets are the sinews that hold our far-flung metropolitan 
areas together. 


The same roads and streets have become the arteries that serve 
as the bloodstreams of modern commerce, industry and recreation. 
Workers travel from home to work by automobiles - three out of five 
American workers depend upon roads for this function. More tonnage of 
goods is now hauled on highways than by any other carrier, and trucks 
now haul nearly half the total tons transported in commerce. Of all 
farm products, 89 per cent reach their initial market by truck, and 83 
per cent of the nation's tourist travel is by automobile. Three quarters 
of all American families own cars, 73 per cent of the families use cars 
to do family shopping, 32 per cent use their cars for business purposes, 
and 21 per cent use them to take their children back and forth to school. 
More than one third of all school children travel to and from school by 
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bus. Increasingly, motor transport is becoming a link in the manufac- 
turing assembly line, as well as bringing raw materials into the factory 
and hauling the finished product to distribution centers, to commercial 
outlets, and directly to the ultimate consumer. 


Like it or not, we are inextricably dependent upon motor vehicles 
and the road, streets and cowpaths upon which they must operate. 
Strictly from an economic point of view, we cannot overlook the fact 
that 10 million people, one worker out of seven, are employed in high- 
ways industries. The 41,000 mile Interstate Highway System will employ 
441,000 construction workers at its peak, and for each construction job 
there are two other workers necessary to keep him producing. 


With these points in mind, we can return to our initial point of 
departure, that the value of land is closely associated with the accessi- 
bility of that land, and that increasingly modern expressways are making 
all land areas more accessible. Let us look more closely at what is 
meant by an express-type highway and how it enhances porperty values 
by improving accessibility. 


Principles of Expressways and Their Effect on Land Values. 





In recent years we have heard references to super-highways, 
expressways, freeways, turnpikes, and other terms to denote a new type 
of modern highway. All of these terms refer, generally, to highways 
that provide for separation of opposing traffic streams, limitation of ac- 
cess to the highway to specific points, elimination of pedestrian traffic 
and crossings at intersections atgrades, and elimination of parking. 
Turnpikes and toll roads generally embody the foregoing features, with 
the addition of toll gates or toll plazas which are the access points, and 
which are usually spaced considerably further apart than on a free public 
road with quite similar design features. 


The modern, multi-land, divided, controlled-access expressway is 
the first major innovation in highway design since the wagon road replaced 
the footpath, It is a quite recent development, dating to the early 1940's 
with the Pennsylvania turnpike here in American and the military-inspired 
Autobahns of Germany during the same period. Since they are so recent, 
there has been little experience as to the effects of such highways either 
upon traffic movement or upon the land and the communities through 
which they traverse. 


From a traffic point of view, it is safe to say that the expressway 
eliminates most of the traffic conflicts that are inherent in the layout of 
conventional roads and streets. In summary, urban expressways will 
move well over twice as many vehicles per lane, at almost three times 
the speed, with nearly five times the safety, and with vehicular operating 
savings that will equal the cost of construction in about three years. 
Rural expressways provide similar savings and economic justifications 
for their immediate construction. 


Controlled access expressways furnish the additional function of 
segregating through or long-distance traffic from local traffic, and this 
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has been one of the major problems of trying to move vehicles over the 
existing pattern of streets and roads. Arterial expressways will pierce 
right through the rural hinterland, the suburbs, right down to the central 
business district. Circumferential or bypass expressways will carry 
through traffic completely around the congested areas, or will permit 
the traveller to transfer at an interchange to an expressway or major 
street of his choice. At interchange points with the expressways, major 
streets or major country roads will carry traffic to various areas or 
neighborhoods within the city or countryside. From the major streets, 
which will be improved to carry more traffic more quickly and more 
safely, local streets or roads will carry the motorist directly to his 
specific destination. 


The foregoing is a thumbnail sketch of controlled-access express- 
way and their relation to major streets and roads, and to local service 
streets and roads. For the first time, such an integrated system provides 
for the segregation of traffic on the basis of its origin and destination. 
By so doing, it establishes separate functional characteristics of all 
roads and streets, provides one of the key approaches to urban, metro- 
politan and rural regional planning and development, 


The purpose of all this material is to establish the significance of 
accessibility as it relates to land values, and to emphasize that modern 
express-type highways will enhance the accessibility of land to a greater 
extent than any other factor has ever done in the history of mankind. 
The current concentration upon highway modernization, touched off by the 
action of Congress in 1956 when the Federal Interstate System of Defense 
Highways was authorized, coupled with renewed highway modernization by 
the states, counties and municipalities, represents the biggest and most 
significant public works venture of all time. 


Transportation has played the central role in causing our cities to 
be what they are, in causing our suburbs to be what they are, and in 
paving the way for the changing form and function of the central city, 
the suburbs, and the satellite communities of the future. Never before 
have we had such an opportunity to plan for and construct better com- 
munities. We are rebuilding our cities and countrysides, anyway. As 
one advocate of urban redevelopment puts it, at the present rate of 
construction we will put up enough new buildings in the next 25 years to 
“rehouse all the people, and all the commercial, industrial and cultural 
institutions now located in urban and suburban areas." Let us pool our 
intelligence and energies to cause this new construction to be the most 
satisfying to this and following generations. 


One of the things the new highway system can do for us is to help 
reduce the demand for vehicular transportation. If this cannot be ac- 
complished, the new expressways, by inducing and generating additional 
volumes of traffic, will merely magnify the problems and will not solve 
them. By using the new systems and classifications of expressways, 
major streets and roads and local streets and roads to segregate traffic, 
we can plan our communities of tomorrow in such a way as to reduce 
the volume of costly cross-town traffic. This involves dispersal planning 
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or the creation of self-contained communities, cells within the urban and 
metropolitan complex. Each such community cell would have its own 
residential, industrial, commerical, recreational and local civic areas. 
Each cell would be served by its own internal system of local and major 
streets, and each cell would be linked with other such cells by high- 
speed, high volume, and highly safe expressways. 


As pointed out earlier, never before have the destinies of so many 
been controlled by so few, the few being the highway planners - and it 
might be added, the realtors. An illustration can perhaps better illumi- 
nate the role that is and can be played by the realtors and landdevelopers. 
Detroit's largest and oldest firm of subdivision developers claims to 
have developed the homesites for half the population of what is now South- 
field City in Oakland County, contiguous to the City of Detroit. At the 
time of the first subdivisions, in what was then remote Southfield Town- 
ship, standards for lot size, street and traffic patterns, parks, sewage 
disposal and water supply were quite different from what they are today. 
Yet as the managing director of the firm says, had we just been smart 
enough to make our subdivisions one per cent better, Southfield would 
be a better city today and for all time to come. 


This is true of the burgeoning cities, towns and metropolitan areas 
throughout the United States - a little more planning today would lay the 
foundations for better communities in the coming years. The responsi- 
bilities of civic leaders and planners have never been greater cr more 
challenging, and they must discharge their duties not only for their con- 
temporary fellow citizens, but also for future generations. 
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A STUDY OF REVENUE NEEDS AND TRENDS 


IN MILWAUKEE COUNTY, WISCONSIN 
Harvey E. Hohl* 


EDITOR'S NOTE: The Milwaukee Metropolitan Study Commission, through 

its Revenue Sources and Distribution Committee, contacted 
the Bureau of Business and Economic Research of Marquette 
University in May, 1959, to make a study of Revenue Needs 
and Trends in Milwaukee County. Alan H. Smith, Associate 
Professor of Finance, and John G. Slater, Graduate Assistant 
in Economics, were engaged through the summer months to 
help produce this study through the facilities of the Bureau. 





Some of the findings from this study are highlighted from the 
100-page report submitted to the Commission on September 4, 
1959. It is another illustration of the type of research being 
conducted in cooperation with the Bureau. Questions pertaining 
to this economic study or any related research activity should 
be directed to the Marquette University College of Business 
Administration. 


The present deluge of articles and speeches, many based on partial 
facts and therefore often conflicting, have aroused the general public to 
some appreciation of the economic problems facing Milwaukee. Not 
only is there the universal cry about increased taxes which the post-war 
governments have found necessary to levy upon the people in order to 
service their needs, but considerable anxiety prevails over the expanding 
gap between projected revenues and projected expenditures. 


The consensus among the leaders serving on the Revenue Sources 
and Distribution Committee was that the time was opportune to analyze 
thoroughly Milwaukee's economic base. They decided that the initial 
study should be an economic analysis to determine specifically why our 
tax revenues are lagging behind governmental expenditures. 


The Marquette team gathered the necessary statistical data pertain- 
ing to governmental revenues and expenditures and by the method of least 
squares projected them to the year 1970. This included a basic assump- 
tion that present tendencies and trends will continue and, furthermore, 
that the tax rates will not change. The curvilinear method - which might 
be more realistic in the light of the planned expressway program, the 
sewerage program, and so forth - would have put governmental expendi- 
tures at approximately $600 million instead of the $434 million figure 
which the straight-line method yielded. 


* Mr. Hohl is Assistant Professor of General Business, and Acting 
Director of the Bureau of Business and Economic Research, Marquette 
University. 
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The projected rise in governmental expenditures is best demonstrated 
by distributing it on a per capita basis over the Milwaukee County popu- 
lation. From 1950 to 1959 the local expenditure increased from $143.15 
per capita to $252.43, and when this trend is projected it reaches $367.88 
in 1970. When the local figure is coupled with the per capita state ex- 
penditure and compared to the national average, we find that the Milwaukee 
County expenditure has not only been increasing faster, but is approxi- 
mately one eighth higher than the national level. 


PER CAPITA GOVERNMENTAL EXPENDITURES 
FOR ALL UNITS OF GOVERNMENT IN 
MILWAUKEE COUNTY 


r $400 








1950 1959 1970 
Actual Actual Estimated 


Source: Data supplied by Citizens' Governmental Research Bureau, Inc. 
of Milwaukee. . 


As we were charged with the examination of the financial needs of 
governmental units in Milwaukee County and their relationship to local 
needs, we concentrated our attention on projected governmental revenues. 
Basically, we had to determine in some detail why the projected income 
will not be sufficient to cover projected expenditures. Proceeding on the 
assumption of stable state taxes, we found it a relatively easy task to 
project the major sources of tax revenue to 1970. At that time, the 
estimated tax revenues will total $350 million. 


Property taxes will still be the most important, and by 1970 should 
render $247 million. Projected equalized valuation of property indicates 
that the base for the personal property tax will increase about 60 per 
cent, while real property value will increase only by 56 per cent over 
1958 assessments. 


Income taxes which are returned to Milwaukee County from the 
State of Wisconsin fluctuate considerably from year to year as personal 
and corporate incomes vary with the levels of business activity. With 
a straight-line projection of Wisconsin state income taxes for the last 
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ten-year period, however, the State should obtain around one quarter of 
a billion dollars by 1970, and if Milwaukee County obtains one fifth of 
the total, we can then estimate the revenue from this source at $5l 
million. 


The other state - shared taxes received by all units of government 
in Milwaukee County will total about $52 million in 1970. Although the 
various taxes were projected separately in order to reflect individual 
trends, it becomes apparent that most of them are subject to legislative 
whims. The aggregate sum is therefore more meaningful than its com- 
ponents, as the unforeseen changes tend to cancel each other but leave 
the total unaffected. 


The minimum 1970 deficit is $84 million, the difference between 
the $434 million expended and the $350 million received. This increase 
in expenditures from the present $263 million to $434 million is largely 
attributable to the fact that our increased population will require more 
services, that people will continue to demand a higher standard of ser- 
vice, and that these needs must be provided for in an increasing cost 












economy. 
GAP BETWEEN PROJECTED REVENUES 
AND PROJECTED EXPENDITURES 

1959 to 1970 

($ Million) 
p $500 $500 s 
r $400 Expenditures $4004 
$3004 

Revenues 

b $200 $2004 
- $100 $1005 
$0 $0 











1959 1960 1962 1964 196 1968 1970 


Sources: Revenue projections from Wisconsin Department of Taxation, 
Taxes_and Aid Bulletins, 1949-1958; expenditure projections 
from data supplied by Citizens’ Governmental Research Bureau, 
Inc. of Milwaukee. 





Assuming that local taxpayers want and are willing to pay for one 
of the most efficient governments in the nation, we are concentrating 
solely on the economic analysis of Milwaukee County. The alternative 








courses of action of raising taxes or reducing expenditures should be 
considered by other studies. An examination of the post-World War II 
economic factors affecting tax revenues will reveal how our base has 
developed and also gives us some clue as to future trends in our metro- 
politan area. 


As taxes are paid chiefly out of personal and corporate incomes, 
this becomes the prime field of investigation. A 1956 study by the Fe- 
deral Reserve Bank of Chicago revealed that 90 per cent of Milwaukee's 
net new income from outside sources has been due to manufacturing. 
This is the income that is responsible for expanding the Milwaukee eco- 
nomic base, and therefore is the most desirable from a growth stand- 
point. Furthermore, 45 workers out of every 100 in Milwaukee today 
are employed in manufacturing, and this accounts for roughly half of the 
incomes from wages and salaries. When the industrial situation is tho- 
roughly analyzed, and the related economic activities created as an out- 
growth of manufacturing are studied, the key to Milwaukee's economic 
future is manifested. 


THE INDUSTRIAL COMPOSITION OF 
MILWAUKEE'S ECONOMY 
1957 
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Source: Bureau of the Census, 1957 Annual Survey of Manufactures. 
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PERCENTAGE OF LABOR FORCE IN MANUFACTURING 
IN SELECTED METROPOLITAN AREAS - 1958 
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Source: Bureau of Labor Statistics, Employment and Earnings, May 1959. 





NEW INVESTMENT AS A PERCENTAGE OF VALUE ADDED 
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Source: Bureau of the Census, 1954 Census of Manufactures; 1956 and 
1958 Annual Surveys of Manufactures 
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A cross section view of the manufacturing segment reveals that 
we are a “hard goods town."’ The best measure of manufacturing activity 
is the value - added concept used by the Department of Commerce.! In 
the case of an automobile plant, the value - added would be the value of 
the finished cars less the cost of the materials in the car, the supplies 
used, the fuel and electricity used, and any work contracted out to other 
firms. Value added is, in effect, the wages, salaries, and before - tax 
profits of the plant. Utilizing this value - added concept, we found that 
durable industries account for 63 per cent of our total manufacturing 
value added. They are specifically the electrical and non - electrical 
machinery, plus the primary and fabricated metals. These four indus- 
tries, plus the food and kindred products, which account for 15 per cent, 
represent over three quarters of our value added by manufactures. 


The first five Tables in the Appendix are pertinent as the percentage 
changes from 1947 to 1957 for value added in each of these industries 
are noted for comparable metropolitan areas. The largest local value- 
added increases were in the electrical machinery industry with 190 per 
cent; the primary metals rose 150 per cent; fabricated metals were up 
90 per cent; and the non-electrical machinery industry was close behind 
with 86 per cent; the food and kindred products had only a 47 per cent 
increase. Over-all, the Milwaukee manufacturing industry had an increase 
of 82 per cent, which does not meet the rate set by the other metropo- 
litan areas selected as comparable to Milwaukee. The comparability of 
these areas is demonstrated by the percentage of the labor force in 
manufacturing. Milwaukee has the highest percentage, but almost all 
the others show a similarly high figure for value added. 


Growth in value added depends fundamentally on new capital invest- 
ment and when these figures were compiled Milwaukee was found to be 
lagging behind other comparable areas, with the sole exception of Min- 
neapolis. This indicates that-we are not attracting sufficient capital either 
in our existing industries or in new, growing industries, and unless this 
trend is reversed, Milwaukee is in trouble. The importance of this 
statement is dramatized when the annual average new investment is re- 
lated to value added by manufacture for the years 1954 to 1957. Table 
VI of the Appendix analyzes the new investment ratios in Milwaukee's 
five basic industries. 


It is significant to note that we lag somewhat in the primary and 
fabricated metals fields and fail to lead in the other three fields. This, 
however, is a limited comparison. The lack of capital investment has 
had an immediate effect on industrial construction. When one examines 
the post-war construction activity in the entire East North Central Area, 
he finds that Wisconsin makes a poor showing with its 79 per cent in- 
crease compared to the Area's 426 per cent record, and the over-all 
national average increase of 250 per cent. 


1. As defined by the Department of Commerce, value added by manu- 
facture represents value of products shipped (excluding resales) during 
the year, less the cost of materials, supplies, fuel, electric energy, 
and contract work. It is further defined in the 1954 Census of Manu- 
factures, Vol. I, Section 23, p. xxi. 
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INDUSTRIAL CONSTRUCTION IN THE UNITED STATES 
AND THE EAST NORTH CENTRAL AREA 
FOR SELECTED PERIODS 
(In thousands of dollars) 


Average Average Average 
1947-1949 1956-1958 Percent Increase 





WISCONSIN 33, 129 59, 196 78.7 
Illinois 64, 156 213, 187 232.3 
Ohio 57, 885 327, 794 466. 3 
Michigan 17, 199 103, 047 499.1 
Indiana 20, 443 311, 885 1, 425. 6 
East North Central Area 192,878 1,015,110 426.3 
United States 969,262 3,390,591 249.8 


Source: Engineering News Record, Annual Report Issue, selected years. 





PUBLIC CONSTRUCTION AS A PERCENTAGE 
OF TOTAL CONSTRUCTION 
FOR PERIODS 1947-1949 AND 1956-1958 
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Source: Engineering News Record, Annual Report Issue, for selected 
years. 





34 


Public construction is relatively higher in Wisconsin, to compensate 
somewhat for the lack of private construction. Recent statistics show 
that public construction as a percentage of total construction has changed 
from 51 per cent in 1947-1949 to 61 per cent in 1956-1958, while over- 
all in the East North Central Area public construction dropped from 48 
per cent to 42 per cent for the identical periods. The comparison of 
Milwaukee's construction activity was statistically different, and we were 
therefore forced to take the liberty of assuming that local construction 
is similar to that of the State of Wisconsin. The result of Milwaukee's 
new construction, however, is reflected in the wage rates of the major 
construction skills. Unlike our manufacturing wage earners, Milwaukee 
construction workers are paid somewhat less than their counterparts in 
our comparison areas. The lack of growth in any segment ofour eco- 
nomy takes its toll at the collective bargaining table, for when work is 
scarce and workers plentiful the resultant loss of labor's bargaining 
position is inevitable. 


When the average hourly earnings of production workers in Mil- 
waukee manufacturing are analyzed, however, we lead all comparable 


PERCENTAGE INCREASE IN VALUE ADDED BY MANUFACTURE 
1947 TO 1957 
AND AVERAGE HOURLY EARNINGS 
OF PRODUCTION WORKERS 1954-1957 AVERAGE 





Hourly 

%, 0 20_40 60 80 100 120_140 Earnings 
Louisville $2.02 
Kansas City 2.10 
Cincinnati 2.04 
Buffalo 2.25 
St. Louis 2.06 
Minneapolis 2.04 
Cleveland 2.32 
MILWAUKEE 2.27 





Sources: Data derived from Bureau of the Census and Bureau of Labor 
statistics. 
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areas, except Cleveland. This in part substantiates the view that the 
greatest asset in Milwaukee is her supply of skilled labor, if we accept 
the economic premise that, generally, labor is paid according to its 
productivity. Although the average level of Milwaukee wage rates is 
approximately 5 per cent higher, the relationship can be clarified further 
by comparing earnings to the increase in value added. 


The dozen wage rates in the machinery industry are compared with 
those in four other cities in Table VII of the Appendix. Milwaukee has 
the highest wage rates in half of the job classifications, and this has na- 
turally influenced other community wages upwards. The lowest wage 
rate for a janitor exemplifies this, as he receives $2.00 in Milwaukee, 
but only $1.76 in St. Louis. Comparable statistics were not available 
for the other three cities which were used in other factor comparisons. 


This poses the dilemma of higher local incomes for the manufac- 
turing employees, thus enabling them to support more governmental ex- 
penditures but at the s.me time it raises local labor costs to the point 
where fewer workers are employed. 


Returning to the Appendix and our four basic industries, we find 
that only the electrical machinery and the primary metals have been 
employing more workers. During this time, the income per worker has 
increased the least in the primary metals and the food processing indus- 
tries when compared to the other centers, while in the remaining three 
industries median positions were maintained. 


Before we leave the Appendix, attention should be called to the crude 
measure of productivity for the five industries. The value added per 
wage dollar is the value added to each product for each dollar spent on 
the wages for production workers. Because of the many factors that 
affect productivity and the difficulties inherent in the concept itself, as 
well as the dangers always involved in the use of average figures, we 
are unable to conclude at this time that our Milwaukee highly skilled 
labor is more productive and therefore worth the higher wages. We 
can determine in a relative way, however, that our manufacturing pro- 
ductivity is less than that of the other selected metropolitan areas. 


Another look at comparative productivity was made possible when 
we considered half of the 64 metropolitan areas analyzed by the Bureau 
of the Census. When the percentage of increase of the value added per 
wage dollar was compared for the 1947-1956 period, Milwaukee also 
trailed in the broader sample. Our increase of value added per wage 
dollar was less than half of the average, as 20 metropolitan areas out 
of the 32 selected did better than our 6 per cent figure. This compari- 
son becomes more meaningful when the wage income and value added 
are analyzed separately. Wage income appears very favorable, espe- 
cially when statistics for Wisconsin and for the entire United States are 
introduced. But once again, our figures point out the fact that our 
trouble lies in our failure to keep up with value added in manufacturing. 
Thus, whatever way we compare our industrial growth, the results seem 
to demonstrate that we are slipping behind in the nation. 
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PERCENTAGE INCREASE 1947-1956 
WITH 1956 RANK IN PARENTHESES 
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Source: Bureau of the Census, 1947 Census of Manufactures; 1956 Annual 
Survey of Manufactures. 








The only causal factor which we have uncovered is the fact that 
the relatively low productivity in Milwaukee County is due to the low 
rate of new capital investment, as it appears that the wages in manu- 
facturing are not responsible. Assuming that local manufacturers can 
compete favorably for raw materials and are, therefore, able to estab- 
lish similar cost in production and marketing, there remains another 
cause today - taxes. If local firms pay more tax dollars in Milwaukee 
than they would if they were located elsewhere, this may well be very 
significant from an investment point of view. Several such studies have 
been made in recent years which concluded that the Wisconsin industrial- 
ist is paying considerably higher taxes than the comparable out-of-state 
industry. 


In the report to the Commission, one method of making such a 
comparison utilized a sample of 25 specimen concerns. We found that 
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these concerns, if located in Milwaukee, would pay approximately 2.2 
per cent of their sales revenue in taxes. The urgency of this particular 
study did not permit us to go into comparable areas and find out what 
taxes would be in specific localities on these specimen concerns. For 
this reason, the U.S. Treasury Department's tax data on manufacturing 
sales were used as a basis for comparison. This compilation indicated 
that, if state and local taxes in Wisconsin exceeded 1.76 per cent of 
sales, the manufacturing industry is paying more than the national aver- 
age. Although this is a crude measure, it does indicate that the Mil- 
waukee industrialist is paying close to one third more in taxes for the 
privilege of doing business here. 


To date, only some of the more important economic factors have 
been considered, but they clearly indicate the need and value of a com- 
plete economic base study. Relative deterioration in our manufacturing 
economy has been established. The deep-seated causes must now be 
accurately probed so that a constructive course of action can be taken. 
Vigorous activity must be evidenced by the local entrepreneur in econo- 
mic research on an individual and on an industry - wide basis. 


The various associations in Milwaukee County which rely directly 
or indirectly on manufacturing should cooperate in every possible way 
to help remedy our precarious situation. Individual citizens interested 
in Milwaukee's welfare and in their own future have the opportunity to 
make their contribution in whatever form they choose. Milwaukee's 
economic problems can be solved, and they will be, when we learn what 
the facts are and what alternatives are possible. An accurate diagnosis 
must precede the prescription and remedy. No one chooses to pay un- 
necessary taxes, but unless we take action today, the "Gap" trend may 
not be reversed and the inevitable drain on our economic system will 
leave us helpless tomorrow. 


Sources for the Following Tables 





Tables I through VI (five industries) are drawn from the 
Bureau of the Census, 1947 and 1954 Census of Manufactures, 
and 1956 and 1957 Annual Survey of Manufactures; Table VII 
is from the Bureau of Labor Statistics, Wage Rates in the 
Machinery Industry in Nineteen Metropolitan Areas, 1947 and 
1959. 
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TABLE I 
ELECTRICAL MACHINERY INDUSTRY 
Percentage Change 1947 - 1957 


Value Production Income per Value Added 





Added Workers Worker per Wage Dollar 
Milwaukee 190. 2 26.3 79.4 28. 1 
Minneapolis ~----- aes emi eos 
Cleveland 46.9 ye 59.9 16.5 
St. Louis 72.5 9.8 79.0 6.8 
Buffalo 145.1 14.7 9S..7 46. 8 
Cincinnati 97.0 4.1 69.2 11.9 
Kansas City 956.7 503. 1 100. 1 - 12.5 
Louisville 2,479.9 748.7 53. 6 97.9 
TABLE II 

PRIMARY METAL INDUSTRY 

Percentage Change 1947 - 1957 
Milwaukee 149.9 31.5 67.0 13.8 
Minneapolis ----- ---- ---- ---- 
Cleveland 111.0 4.0 69. 6 19.7 
St. Louis 25.7 -31.7 84.5 - 1.0 
Buffalo 184.5 3.5 74.6 54. 4 
Cincinnati = ----- ---- ---- -<-- 
Kansas City 152.3 ee BF 76.9 45.1 
Louisville ----- aaa -<o- ~s<= 

TABLE III 
FABRICATED METAL INDUSTRIES 

Percentage Change 1947 - 1957 
Milwaukee 90. 4 0.4 68.8 12.3 
Minneapolis 76.1 0.2 59.3 10. 4 
Cleveland 74.4 10. 1 63.8 - 33 
St. Louis 82.7 -11.6 79.8 14.9 
Buffalo 27.5 - 33.9 70.5 13.2 
Cincinnati 49.6 -~ Je 74.8 ok 
Kansas City 31.4 - 15.4 So. 5 - 0.1 
Louisville 56.9 0.9 Fe ae | -12.2 
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TABLE IV 
NON-ELECTRIC MACHINERY INDUSTRY 


Percentage Change 1947 - 1957 











Value Production Income per Value Added 

Added Workers Worker per Wage Dollar 
Milwaukee 85.9 - 9.9 70.4 21.1 
Minneapolis 70. 6 5.0 58. 4 2.6 
Cleveland 58.7 -15.1 79.1 4.3 
St. Louis 96.4 12.3 72.6 1.4 
Buffalo 66. 6 ae 60. 8 - 14 
Cincinnati 115.3 7 62.0 12.9 
Kansas City 139. 4 35.8 101.1 -12.3 
Louisville 573.4 128.3 75.8 67.9 

TABLE V 


FOOD AND KINDRED PRODUCTS INDUSTRY 
Percentage Change 1947 - 1957 





Milwaukee 47.0 - @2S 63.0 - 9.4 
Minneapolis 74.5 - 3.9 72.8 y 
Cleveland 103.9 4.6 84.7 + 
St. Louis 68. 2 -11.8 78.8 6.7 
Buffalo 1.0 -17.1 66. 1 - 26.6 
Cincinnati 68.4 - 2.0 76.7 - 2.9 
Kansas City 28. 6 - 34,2 66. 4 17.4 
Louisville 33.8 - 4,4 72.1 - 18.7 
TABLE VI 
NEW INVESTMENT AS A PERCENTAGE OF VALUE ADDED 
Average Annual Percentage 1954 - 1957 
Food and 
Kindred Primary Fabricated Non-Electric Electrical 
Products Metals Metals Machinery Machinery 
Milwaukee 4. 63 5.76 3.94 5.97 a. i 
Minneapolis 4.85 £----- 6. 85 4.93 --<- 
Cleveland 5. 42 14, 87 4.72 6. 24 3.90 
St. Louis 4.05 10. 28 4. 23 4.13 3. 86 
Buffalo 4.98 ----- 4.00 4.92 4.29 
Cincinnati 4.90 ----- 5.53 9.15 — ----- 
Kansas City 4.16 7.00 5. 69 4. 45 11.10 
Louisville 3.67 ----- 8. 37 15.96 = ----- 





TABLE VII 


WAGE RATES IN THE MACHINERY INDUSTRY IN 
SELECTED METROPOLITAN AREAS 


1947 and 1959 


Milwaukee Minn'polis Cleveland St. Louis Buffalo 
1947 1959 1947 1959 1947 1959 1947 1959 1947 1959 


Assemblers $1.46 2.81 1.27 2.37 1.47 2.59 1.26 2.45 1.44 2. 46 


Drill Press - 1.38 2.71 1.38 2.43 1.41 2.59 1.28 2.61 ---- 2.55 
Radial 

Drill Press - 1.46 2.70 1.32 2.37 1.36 2.81 1.15 23 ---- 2.4 
Spindle 


Electricians 1.29 2.0 1.395266 1.62.76 1.0279 02430 
Maintenance 


Engine Lathe 1.50 2.67 1.342.0 1.49 2.535 1.31 3.02 1.42 2.2 


Grinding 1.61 2.76 1.40 2.39 1.49 2.65 1.33 2.87 ---- 2.60 
Machine 

Inspectors 136209 1.55 2.37 1.462.579 LZ 2.7l LS 2S 

Janitor 0.92 2.00 0.89 1.83 1.02 1.93 0.82 1.76 0.94 1.85 

Milling 1L4@Z27l LWA Be 2eo Les: 1a 
Machine . 


Tool and Die 1.48 3.00 1.47 2.86 1.68 2.93 1.68 3.11 1.52 2.66 
Makers 


Turret Lathe 1.54 2.77 1.028 1.47 2.6 1.342.355 1.62.50 


31 2.41 1.48 2.56 1.26 2.57 1.46 2.60 


iy 


Welders - 1. 62 2.73 
Hand 


41 








THE LITERATURE OF BUSINESS 
REVIEWS 
Accounting Systems - Installation Methods and Procedure, by John J. W. 


Neuner, and Ulrich J. Neuner, Third Edition, International Textbook 
Company, 577pp. 1959. 





This volume represents the third revision of a book which has be- 
come almost a classic in the field of accounting systems work. The 
authors, Neuner and Neuner, have done their usual excellent job in exten- 
sively examining all areas of systems work. 


The book is divided into two main parts as follows: 
Part I-Principles and Procedures of Accounting System Work 
Part Il-Applied Accounting Systems and Procedures 
As these headings imply, the business manager interested in basic know- 
ledge of systems work will find answers in Part I, while the manager 
looking for specific applications will be most interested in Part II. 


Part I approaches the problem of systems work from the manual 
point of view as well as from the machine point of view. Chapter II deals 
with the preliminary survey of the firm for the purpose of installing mod- 
ern systems procedures. Chapter III is directed at the problem of design 
and use of business papersand forms. Chapter IV examines the form of 
books of original entry and Chapter V discusses books of final entry. 
Chapter VI represents a good general survey of all mechanical equipment 
used in the office other than punched-card and electronic equipment. The 
next five chapters are concerned with control. After examining the broad 
problem of internal control, the authors direct their attention to the 
specific areas of inventory, payrolls, sales and cash. 


After the foregoing basic matters, the authors turn their attention 
to specialized machine accounting. Chapter XII, entitled Punched-Card 
Accounting Methods, explains in succinct language the basic technique 
of the punched-card process as well as describes the equipment offered 
by the various manufacturers in the field. 


Today's business managers are hearing much talk about the wonders 
of electronic data processing. Before any conclusions can be arrived at 
by managers it might be well to learn about "just what is meant” by 
electonic data processing. Neuner and Neuner have done an excellent 
job in Chapters XIII and XIV in stating exactly what integrated data pro- 
cessing really is. 


Part II ofthis volume deals with the specific applications of systems. 
Here the authors in five chapters bring their experience to bear on the 
following contrasting types of business, Mercantile and Trading Firms, 
Manufacturing Concerns, and Service Types of Business. 
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Managerial Accounting - An Introduction, by Harold Bierman, The Mac- 
millan Company, 470 pp. 1959. 





This book was written essentially to serve as a textbook for a survey 
course in accounting at the college level. Despite this objective, the 
book will nevertheless prove valuable and worth-while to business managers 
because of its many references to management uses of accounting. 


The book is divided into two main sections, the first is entitled 
“Financial Accounting" and the second is entitled "Managerial Accounting". 
The section on "Financial Accounting" will be recognized by the reader 
as a somewhat traditional method of teaching basic accounting - a beginner's 
approach to accounting. This fact may discourage business managers who 
are not directly concerned with accounting routines. For example, the 
chapters entitled "Recording Transactions", '"The Accounting Cycle and 
Accounting Records" and "The Flow of Costs", will not appeal to those 
not directly concerned with accounting routines. Despite this objection, 
business managers will find in the second section entitled "Managerial 
Accounting" many topics are discussed which should prove of real value. 


The managerial accounting portion of this book includes seventeen 
chapters. The following selected chapter titles are indicative of the 
areas in which business managers will find helpful suggestions and devices: 


Chapter 23 Systems of Accounting 

Chapter 24 Analysis of Cost Variances 

Chapter 25 Administration of the Budget Program 

Chapter 26 Control of Costs 

Chapter 29 Marginal and Differential Costs, and Decision-making 
Chapter 30 Break-Even Analysis 

Chapter 32 Accounting Reports for Management 

Chapter 37 Common Dollar Accounting 


The publishers of this volume have used a technique which makes 
the book especially useful as a reference source - all left hand pages 
carry the chapter titles at the top, while all right hand pages carry 
detailed topical headings for material covered on the particular page. 


Real Estate Office Bookkeeping Simplified by Wilma C. Hefti, Prentice- 
Hall, Inc., 334 pp. 1958. 





As the title of this book indicates, it is essentially one directed at 
the real estate business. However it has two characteristics that warrant 
its inclusion in a book review section. First of all it is written in a 
simplified "how to do" style, thus it can be used by those operating their 
own shall business as a "self teacher". Secondly, the situations and ac- 
counting problems considered are not necessarily only those of a real es - 
tate operator but are generally applicable to many businesses. 


The book is divided into three parts and twenty three chapters. The 
following titles of the three parts reveal the general pattern of the book: 
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Part I - Single Entry Bookkeeping 
Part II - The Accounts for Your Business-Double Entry Bookkeeping 
Part Ill - The Trust Accounts: Your Client's Business 


Part One describes a single entry system of bookkeeping particularly 
applicable to the real estate business. However, in discussing such topics 
as: The Income Account Section, The Disbursements for Your Business, 
and Payroll and Miscellaneous Records, the author might well be describ- 
ing the problems of a small business. Part One, too, is replete with 
business forms that would be useful to the business manager of any small 
organization. 


Part II, consisting of eleven chapters, will enable one to develop 
his own set of double entry books. Notable in this section is the excellent 
chart of accounts developed in Chapter 9. With a few modifications this 
chart of accounts could be easily applied to any service type business. 
Like Part I, the chapters in Part II contain many illustrations of forms 
which will be useful for general application. 


Part III, will be of help to the real estate man particularly since it 
deals essentially with trust accounts. As in the earlier parts of the book, 
the author continues with a readable "how to do” style. 


Business Electonics Reference Guide - Volume 4, edited by Peggy Courtney, 
Controllership Foundation, Inc., 602 pp. 1958. 





This is the fourth volume of a series prepared under the auspices 
of the Controllership Foundation with office in New York. For a com- 
plete reference works in this important field a library should include all 
four volumes. However, Volume 4, can be considered a complete re- 
ference guide in itself. The value of this volume lies in the fact that it 
reports extensive information on computer systems already in operation 
and the applications that have been adopted to them. 


The table of contents which will give an indication of the information 

included in this reference guide follows: 

Electronic Computer Installations and Applications 

Electronic Data Processing Systems 

Commerical Digital Electronic Computing Centers 

Courses - Training Programs 

Conferences - Seminars 

Visual Presentations 

Periodicals 

Pamphlets, Proceedings, Reports 

Books 

Topical Index to Published Material 

Subscription - Updating Services 

Alphabetical Index of Publications 

Alphabetical Index of Publishers 

Controllership Foundation Long-Range Research Program 
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